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Dear Governor du Pont: 

Subject: Delaware's Early Implementation of the Small 
Cities Community Development Block Grant Program 

Encloeed is our final report which describes Delaware's 
decisionmaking process in implementing the Small Cities Community 
Development Block Grant Program as authorized by the Omnibus 
Budget Reconciliation Act of 1981. It also provides a comparison 
of 1982 State-funded activities and populations targeted with 
those of the Department of Housing and Urban Development (HUD) in 
1981 and provides local communities' and others' perceptions of 
the success of Delaware's program. Delaware was one of seven 
States we visited in order to provide the Congress with up-to- 
date information on States' progress in implementing their Small 
Cities Program. we previously sent you a copy of our overall 
report to the Congress, “States Are Making Good Progress in 
Implementing the Small Cities Community Development Block Grant 
Program" (GAO/RCED-83-186, Sept. 8, 1983), which incorporated the 
results of our work in seven States. The enclosed report details 
the results of our review in Delaware. 

Essentially, we found that Delaware's fiscal year 1982 Small 
Cities Program resembles the BUD-administered program of fiscal 
year 1981. Both programs directed the majority of their funds to 
public facility and private housing rehabilitation activities. 
HUD spent slightly more on public facilities than on private 
housing rehabilitation: in contrast, Delaware spent more than 
twice as much on housing rehabilitation than it spent on public 
facilities. Each program awarded a similar level of total funds, 
but Delaware granted over twice the number of awards that HUD 
made in the previous year. Consequently, the State's awards were 
generally smaller than those made by HUD. Furthermore, they were 
usually awarded to smaller communities. In keeping with its pro- 
gram objectives, Delaware also targeted populations that were 
almost entirely comprised of low- and moderate-income'persons. 
(See enc. III.) 
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State and ND prbgram officials, as well as public interest 
group officials, generally view Delaware's program as being suc- 
cessful, often citing increased community participation as an 
indicstion of the program's achievement. Delaware's Director of 
Housing believes the shift to State administration will mean a 
more effective and timely response to community needs. The HUD 
and public interest group officials told us they were pleased 
with the State's program and said that the State is responsive to 
the communities' needs. (See enc. IV.) 

The communities said Delaware's Small Cities Program was 
adequate, with most communities indicating the program met their 
local development needs and followed award procedures that were 
fair. The communities generally said that Delaware's program was 
equivalent to or better than HUD's program in several areas, 
including application procedures and eligibility requirements. 
Most communities also said that the technical assistance the 
State provided in preparing applications was helpful. However, 
when the grant recipients compared this assistance with that pre- 
viously provided by HUD, most communities responded that the 
State's assistance was less helpful. The grantees were also 
critical of the State's reimbursement process, with some charac- 
terizing it as being slow and cumbersome. Delaware's Director of 
Housing informed us that revisions have occurred to streamline 
the reimbursement process, thus correcting the payment delays. 
(See enc. IV.) 

Delaware emphasized the importance of the local communities' 
participation in designing the program and conducted activities 
which resulted in extensive input from a variety of sources. For 
example, the State held a HUD-sponsored design forum to aid in 
developing Delaware's Small Cities Program which was attended by 
numerous community representatives as well as several officials 
from the State, HUD, and public interest groups. The communities 
told us that they were pleased with the amount of communication 
between themselves and the State prior to implementation of the 
program. (See enc. II.) 

We provided a draft of our report to your office and to 
State legislative officials for review and comment. Your 
responding letter of March 7, 1983, and a March 1, 1983, letter 
from State Senator Ruth Ann Minner, Chairman of the Senate Com- 
mittee on Community Affairs, essentially expressed a great sense 
of satisfaction with the State-administered program and its bene- 
fits to the communities. Both letters pointed out that 
Delaware's need for community development activities greatly 
exceeds the available funds and that an increase in the State's 
grant would add to the program's success. In addition, the 
Senator expressed concern about the communities' perceptions that 
the State's assistance was less helpful than HUD's in preparing 
applications, and that Delaware's reimbursement. process was slow 
and cumbersome. (See encs. VI and VII.) 
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Znclosure V of this report contains detailed information 
regarding the objectives, scope, and methodology of our review. 

Copies of this report are being sent to State Senator 
Ruth Ann Minner; Delaware's President of the Senate, Speaker of 
the House, and U.S. congressional representatives; the HUD 
regional administrator responsible for the State of Delaware; and 
other interested parties. 

Thank you for the cooperation of and time spent by State 
officials in assisting us during our review. Without their full 
cooperation and assistance, we most likely could not have pro- 
vided early input to the March 1983 Community Development Block 
Grant Program reauthorization hearings. 

Sincerely yours, .- 

,’ ,’ 
. . _ . 

;’ .. .’ ,’ _ 

,&is J. Rodrigues 
I' Acting Regional Manager 

Enclosures - 7 
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ENCLOSURE I 

INTRODUCTION 

ENCLOSURE I 

The CxnnlSus Budget Reconciliation Act of 1981 (Public Law 
97-35) substantially changed the administration of various 
Federsi dozestic assistafice programs. The act consolidated 
numerous Federal categorical programs into nine block grants and 
shifted primary administrative responsibility to the States, 
with Federal agencies retaining a stewardship role. Of the nine 
block grants enacted, four related to health services, two to 
social services, one to low-income energy assistance, one to 
education, and one to community development. Six of the block 
grants were newly created and three involved changes to existing 
ones. Under the provisions of the act, States are provided 
greater discretion, with certain legislative limits, to deter- 
mine programmatic needs, set priorities, allocate funds, and 
establish oversite mechanisms. Since passage of the act, a 
great deal of interest has been expressed by the Congress, as 
well as the public and private sectors, on what impact the new 
approach to block grants is having on services provided to the 
people. 

We are reviewing the Small Cities Community Development 
Block Grant Program, and the other eight block grant programs, 
to provide the Congress with detailed information on the States' 
implementation of the programs. This report provides informa- 
tion on the Small Cities Community Development Block Grant 
Program in the State of Delaware. Specifically, it describes 
the decisionmaking process used to design the State program, 
including how Delaware met its public participation certifica- 
tions; the State's process of selecting local funding recipients 
in 1982; a comparison of State funding of community development 
activities in 1982 with Department of Housing and Urban Develop- 
ment (HUD) funding in 1981; and local communities' and others' 
perceptions of how Delaware is administering the 1982 program 
compared with how HUD administered the previous program. 

HISTORY OF THE SMALL CITIES PROGRAM 

The Small Cities Program had its beginnings with the 
passage of the Housing and Community Development Act of 1974 
(Public Law 93-383). Title I of this act created the Community 
Development Block Grant Program. It replaced several former 
categorical grant and loan programs under which communities 
applied for funds on a case-by-case basis. The primary objec- 
tive of title I was the development of viable urban communities 
by providing decent housing and suitable living environments and 
by expanding economic opportunities, principally for low- and 
moderate-income persons. 

The program allowed communities two types of grants-- 
discretionary and entitlement. Small communities in 
metropolitan areas and communities in nonmetropolitan areas 
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ENCLOSURE I ENCLOSURE I 

were eligible to receive annual discretionary grants. These 
communities were made up largely of cities having a population 
of under 50,800 people and could receive funding only through a 
competitive process. Funds were awarded at HUD's discretion 
after it considered applications. Known initially as the dis- 
cretionary grant program, the program evolved into the current 
Small Cities Program. Annual entitlement grants were made to 
cities with populations of over 50,000 people, central cities of 
standard metropolitan statistical areas, and some urban counties 
with populations of over 200,000 people. 

Subsequent amendments to title I of the act made a number 
of changes to the program. For example, the Housing and Commu- 
nity Development Act of 1977 (Public Law 95-128) redesignated 
the discretionary grants portion of the program to what is known 
today as the Small Cities Program. This act also authorized HUD 
to make two types of programs available to small cities-- 
comprehensive and single-purpose grants. Comprehensive grants 
involve commitments, for periods of up to 3 years, to carry out 
two or more activities that address a substantial portion of 
community development needs within a reasonable period of time. 
Single-purpose grants are for one or more projects that consist 
of one or a set of activities to meet a specific community 
development need. 

Before the Omnibus Budget Reconciliation Act of 1981 was 
passed on August 13, 1981, two States--Kentucky and Wisconsin-- 
participated in a HUD-authorized demonstration to test States' 
ability to administer the Small Cities Program. The demonstra- 
tion was undertaken to determine whether an expanded role for 
States in the Small Cities Program would increase the effective- 
ness of the program in meeting the needs of distressed areas and 
low- and moderate-income persons. Kentucky and Wisconsin were 
selected from a pool of nine States which applied to participate 
in the demonstration, primarily because they had the staff and 
resources to carry it out and had a record for State activities 
compatible with the objectives of the Small Cities Program. 
According to HUD, the results of the demonstration indicated 
that the States had the capacity to administer a Federal commu- 
nity development program and to do so with the cooperation of 
small communities. 

Title III of the Omnibus Budget Reconciliation Act of 1981 
resulted in substantial revisions to the administration of the 
Small Cities Program. Although the primary objective of carry- 
ing out community development activities that principally bene- 
fit low- and moderate-income persons remains unchanged, HUD 
regulations (24 CFR Part 570) on the State-administered program 
state that this overall objective is achieved through a program 
where the projected use of funds has been developed to give max- 
imum feasible priority to activities which will benefit low- and 
moderate-income families or aid in the prevention or elimination 
of slums or blight. The projected use of funds may also include 
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ENCLOSURE I ENCLOSURE I 

activities which the grantee certifies are designed to meet 
other community development needs having a particular urgency 
because existing conditions pose a serious and immediate threat 
to the health or welfare of the community where other financial 
resources are not available to meet such needs. 

The 1981 act put State and local authorities more clearly 
at the center of the decisionmaking process and reduced the 
discretionary power that HUD held over program decisions. Title 
III gives States the option to assume primary administrative 
responsibility for the Small Cities Program, including distrib- 
uting funds under a State-developed program. States are free to 
develop purposes and procedures for distributing funds as State 
and local priorities dictate, subject to the objectives and 
other requirements of the act. 

In lieu of preparing a block grant application, the Omnibus 
Budget Reconciliation Act of 1981 requires each State electing 
to administer the program to prepare a statement of community 
development objectives and its projected use of the funds. The 
projected use of funds shall consist of the method by which the 
State will distribute funds to units of local government. The 
act provides that each State must certify, among other things, 
that the projection of how funds will be used has been developed 
in a way that gives maximum feasible priority to benefiting low- 
and moderate-income families or preventing slums and urban 
blight. The projected use of funds may also include activities 
that the State certifies have been designed to meet community 
development needs of particular urgency because existing condi- 
tions pose a threat to the health and welfare of the community, 
and other financial resources are not available to meet those 
needs. The act also sets forth specific requirements to permit 
public examination and appraisal of the proposed and final 
statement of objectives and projected use of the funds, to 
enhance the public accountability of States, and to facilitate 
coordination of activities with different levels of government. 
Each State is required to certify to HUD that it has met these 
requirements. 

If a State elects not to accept primary responsibility for 
administering the program or if it fails to submit the required 
certifications, small communities would continue to be eligible 
to receive small cities grants from the HUD-administered 
program. 

. 

In fiscal year 1982, 36 States and Puerto Rico elected to 
assume responsibility for administering the Small Cities Pro- 
gram. As of August 1903, 46 States and Puerto Rico have elected 
to administer the program. Hawaii, Kansas, and Maryland have 
decided not to administer the program, while New York needs the 
approval of its legislature before notifying HUD of its 
intention to administer the program. 

As structured under the Omnibus Budget Reconciliation Act 
of 1981, 30 percent of the funds appropriated to the Community 
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ENCLOSURE I ENCLOSURE I 

Development Block Grant Program are allocated to the Small 
Cities Program after deducting funds allocated to the Secre- 
tary's Discretionary Fund. After determining the amount of 
funds available for the Small Cities Program, grants to indi- 
vidual States are calculated on the basis of two fornulas that 
existed under prior law. One formula takes into consideration 
poverty, population, and overcrowded housing. The other formula 
considers poverty, population, and age of housing stock. The 
allocation to each State is based on whichever formula yields a 
higher level of funds. 

In fiscal year 1982, $1.019 billion was allocated among the 
50 States and Puerto Rico for the Small Cities Program compared 
with about $926 million in fiscal year 1981. 

OVERVIEW OF STATE PROGRAM 

Delaware was one of the first States to elect to administer 
the Small Cities Program, beginning with fiscal year 1982. In 
March 1982, the State formally requested control of the Program 
and, in accordance with Title I of the Housing and Community 
Development Act of 1974, as amended, submitted the required 
program certifications to HUD. The Governor designated the 
Department of Community Affairs, Division of Housing (DOH), as 
the State agency responsible for administering the program. 

Delaware's program is patterned after HUD's Small Cities 
Program, with procedures designed to simplify administration. 
The program focuses on improving housing for low- and moderate- 
income persons and blending housing and community development 
activities in support of one another. The program objectives 
are designed to 

--expand housing opportunities and housing choices for low- 
and moderate-income persons in Delaware; 

--protect the public health and welfare of Delaware 
citizens, especially of low- and moderate-income persons, 
bY 
(1) preventing or eliminating slums or neighborhood 

blight and 

(2) correcting serious deficiencies in public facilities; 
and 

--provide increased economic opportunities for low- and 
moderate-income persons by supporting community develop- 
ment activities that cannot be provided with other public 
or private financial resources. 

Delaware's DOH developed the State's Small Cities Program 
using input from several sources. DOH (1) employed a consultant 
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ENCLOSURE I ENCLOSURE I 

to evaluate Delaware's community development needs and design a 
program, (2) conducted a design forum organized by HUD and DOH, 
and (3) utilized a consortium of public interest groups to pro- 
vide expertise on program implementation.1 HUD's role in 
designing Delaware's program was to provide technical assistance 
if requested to do so by the State. The Director of Community 
Planning and Development at HUD's Philadelphia area office said 
that it provided considerable verbal technical assistance to 
Delaware and that the State generally patterned its program 
after the HUD-administered program. According to this official, 
Delaware chose this design to benefit from HUD's experience and 
because the communities were familiar with the HUD program 
procedures. 

Delaware's program, as a whole, is designed to benefit 
principally low- and moderate-income families and individuals. 
Nine of the 13 projects funded by the State in fiscal year 1982 
benefited only low- and moderate-income persons, while the 
remaining 4 projects benefited areas where 84 to 97 percent of 
the population was of low and moderate income. Delaware 
received 22 applications and awarded $1,555,762 to 13 grantees. 
The smallest grant was for $41,125, the average grant $119,674, 
and the largest grant $220,000. 

Delaware's 1983 Small Cities Program will incorporate two 
changes. First, it will allow rehabilitation of renter-occupied 
dwellings in designated target areas, using loans or loan guar- 
antees for up to 75 percent of the rehabilitation cost. Also, 
the 1983 program provides an incentive for the use of other 
funds in conjunction with the Small Cities Program funding. 
Additional points will be awarded during the rating process to 
projects which include other funding sources. 

IThe consultant's fees were paid as a part of the State's admin- 
istrative costs-- a portion paid from HUD block grant funds, the 
remainder paid from other Federal funds. The consortium was 
comprised of seven public interest groups--which included the 
National Association of State Development Agencies, National 
Community Development Association, and the Council of State 
Community Affairs Agencies-- that agreed to provide information 
concerning various issues on the Small Cities Program. The 
States conducting the forums could request the public interest 
groups to participate and provide information. 
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ENCLOSURE II ENCLOSURE II 

DESCRIPTION OF STATE AND 

LOCAL DECISIONMAKING PROCESS 

To meet the public participation certifications as required 
by Title III of the Omnibus Budget Reconciliation Act of 1981, 
Delaware submitted a detailed list of certifications to HUD and 
performed various activities to fulfill these requirements for 
the Small Cities Program. At the local level, specific needs 
assessments were conducted to determine community development 
needs, according to the Delaware grantees. They also said that 
individual citizen participation was an important factor in 
determining their program needs. 

Delaware used a competitive selection system to distribute 
funding, granting awards to the highest scoring projects. Our 
review showed a consistent selection process that awarded funds 
to areas with a high concentration of low- and moderate-income 
persons. Most often, the funds were directed to projects for 
housing rehabilitation. The State selected its grantees to 
reflect its program criteria and objectives and distributed 
funds according to the policies and procedures it had provided 
to HUD. 

DELAWARE DESIGNED ITS PROGRAM 
EMPHASIZING PUBLIC PARTICIPATION 

Title III of the Omnibus Budget Reconciliation Act of 1981 
requires each State to certify, among other things, that it 

--furnished citizens information about the amount of funds 
available for proposed community development and housing 
activities and the range of activities that may be 
undertaken; 

--allowed affected citizens or, as appropriate, units of 
local government, the opportunity to examine and comment 
on proposed statements of community development 
objectives and projected use of funds; 

--held at least one public hearing to obtain the views of 
citizens on community development and housing needs; and 

--made the final statement available to the public. 

Most of the grantee communities conducted needs assessments 
and included citizen participation in designing their community 
development projects. The 12 grantees who responded to our 
questionnaire indicated they had assessments conducted to deter- 
mine their individual community needs.. Also, 11 of the grantees 
said they had persons other than their communities' government 
representatives participating in developing plans for carrying 
out projects and activities under the program. 
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ENCLOSURE II ENCLOSURE II 

How public participation 
requirements were met 

In early March 1982, Delaware's DOH developed a draft of 
: 1 1 it.5 prcposed metho C for distributing funds, (2) its program 
?clicies and procedures, and (3) a statement of its available 
funds for fiscal year 1982. On March 1, 1982, DOH mailed this 
package to Delaware's 44 eligible municipalities for their 
review and comment. On March 4 and 11, 1982, the State pub- 
lished a notification of these documents' availability in the 
two State newspapers with the largest circulation in Delaware's 
nonentitlement areas and invited the public to comment on the 
draft documents. 

Delaware undertook two activities to meet the requirement 
of consulting with local government officials. First, it par- 
ticipated in a February 1982 meeting held by the League of Local 
Governments, an organization comprised of the chief executive 
officers of Delaware's incorporated municipalities. Then, the 
State invited local government officials to the HUD-sponsored 
technical design forum held in February 1982. The forum pro- 
vided substantial input to the design of the State's proposed 
program. The forum's 24 municipality and county participants 
represented half of the incorporated areas of Kent and Sussex 
Counties. Also present were five public interest group repre- 
sentatives, five State officials, two HUD officials, and DOH's 
consultant who prepared the initial plan. According to the DOH 
Director and the Community Development Coordinator, the program 
was developed from community suggestions and input from the 
people who will be most affected by the program. For example, 
forum discussions resulted in a general consensus on several 
issues. All the participants indicated that housing rehabilita- 
tion, water and sewer improvements, and street improvements were 
major goals and objectives. They also felt that a maximum fund- 
ing limitation should be established for each grant category and 
that funds should be distributed by a competitive application 
approach. 

On the basis of the forum and subsequent discussions with 
local officials and their staff, DOH revised the proposed inter- 
nal draft document of policies and procedures, application form, 
and proposed general statement about the program. For example, 
the initial plan had suggested that the proportion of funding 
going to comprehensive grants be about twice as large as those 
for single-purpose grants. According to the Community Develop- 
ment Coordinator, the communities' preference reversed this 
ratio so that the single-purpose grants received the larger 
funding amount. The initial plan had placed a funding cap of 
$250,000 on each grant, but the communities recommended that 
this ceiling be raised to $400,000. Eventually, the maximum 
award amount was set at $300,000 for the program grants. 
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ENCLOSURE II ENCLOSURE II 

These revised program documents and the statement were 
mailed to all eligible local and county governments and were 
available to the public at DOH in Dover for review and comment. 
Elected State officials were notified about the program, and 
State department secretaries were invited to assign a specific 
staff member to serve as a "contact" for coordinating the pro- 
gram with other State activities. After the review period, a 
notification of a public hearing on the Small Cities Program was 
published in Delaware's major newspapers. The State held a 
public hearing on March 15, 1982, to receive comments and input 
from local governments and the public on the proposed statements 
concerning the program. Comments were received and recorded 
from various sources, such as the City of Bridgeville; the 
National Council of Agricultural Life and Labor Research Fund, 
Inc.; Sussex County; the Kent County Planning Office; the Hous- 
ing Assistance Council in Washington, D.C.; City of Seaford; the 
Town of Blades; and the University of Delaware. On the basis of 
testimony received at the.public hearing and other written cor- 
respondence, the DOH revised its program policies and procedures 
statement. For example, the administrative cost limitations 
were increased to 20 percent of the project's cost, or $50,000 
(whichever is less); the distinction between comprehensive and 
single-purpose grants was dropped; a line item budget form was 
incorporated into the application; and the citizen participation 
requirement contained in the policies and procedures statement 
was strengthened, requiring that the hearing transcripts or a 
summary thereof be included in a community's application. 

The availability of Delaware's final statements on program 
implementation was publicized through legal notices in two State 
newspapers on April 2, 1982. Our review showed that the notices 
were worded so that interested and affected parties would be 
given an opportunity to submit comments on the final state- 
ments. According to Delaware's program coordinator, the state- 
ments were also sent to all towns and counties eligible for 
Small Cities Program funding (44 municipalities from Kent and 
Sussex Counties and the counties themselves). 

Our questionnaire data show that the Delaware communities 
were primarily notified of the Small Cities Program through 
meetings and mailings. Eighty-eight percent of the grantees and 
78 percent of the unsuccessful applicants received information 
through meetings, and 75 percent of the grantees and 67 percent 
of the unsuccessful applicants received information by mail- 
ings. All of the grantees who responded indicated receiving 
information regarding the program's goals and eligibility 
requirements, while 83 percent said they received information on 
the award process and administrative requirements. Eighty-nine 
percent of the unsuccessful applicants said they received infor- 
mation on the eligibility and administrative requirements, and 
78 percent received information on the program goals and award 
process. Ninety-two percent of the grantees and 89 percent of 
the unsuccessful applicants said the State requested community 
suggestions on formulating and carrying out the Small Cities 
Program. 
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ENCLOSURE II ENCLOSURE II 

The local communities were generally satisfied with the 
amount of communication between themselves and the State. The 
grantees' and unsuccessful applicants' characterizations of the 
extent of communication between the communities and the State 
concerning the program, prior to the date of its implementation, 
were overwhelmingly favorable, as shown below: 

Extent of Unsuccessful 
communication Grantees applicants 

(percent) 

More than adequate 21 11 
About adequate 71 78 
Less than adequate 8 11 

Delaware officials were enthusiastic about the State's 
public participation efforts, citing the number of applications 
received as a measure of success. They noted that the 22 appli- 
cations received represented 24 of the 44 eligible municipali- 
ties. According to Delaware's Executive Assistant to the Secre- 
tary f citizen participation is a strength of the Small Cities 
Program. The DOH director stated that local communities 
contributed extensively to the development of the program. 

Our discussions with public interest groups also indicated 
satisfaction with the Delaware public participation efforts. 
The director of the Delaware League of Local Governments said 
that the citizen participation was basically adequate, but that 
many people do not respond to such meetings and that the citizen 
participation mechanism established at the State level may be 
somewhat superfluous. Instead, he felt that more emphasis 
should be placed on citizen participation at the city level 
because more people would be apt to respond (e.g., communities 
could combine these meetings with their council meetings). 

According to the DOH director, the public hearing to dis- 
cuss Delaware's program design was held at the State level, but 
DOH requires local public hearings for each community submitting 
an application for block grant funds. The executive director of 
the National Council on Agricultural Life and Labor Research, 
Inc., stated that the public hearing on the program design had a 
good turnout and provided substantial input from the citizens. 
However, he felt that DOH should have organized a task force 
comprised of people with community development and housing back- 
grounds to develop the initial Small Cities Program plan, thus 
utilizing the State's available expertise. 

How local communities designed 
their nrourams 

Eleven of the 12 grantees responding to our questionnaire 
said that persons other than their community government 
representatives participated in developing plans for projects 
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ENCLOSURE II ENCLOSURE II 

and activities to be funded under the Small Cities Program. 
Those participating in the planning process were citizens, 
citizen groups, consultants or contractors, county officials, a 
council of governments, associations or public interest groups, 
and a public housing management firm. To obtain information and 
develop project and activity plans, the individual citizens and 
citizen groups: (1) made visits or telephone calls or sent 
letters to community government officials, (2) attended meetings 
open to the public and public hearings held by the community's 
government, and (3) attended a formal program where proposals 
were submitted for suggested projects and activities. 

Delaware's applicants also certified that a public hearing 
had been held for each grant application as part of the submis- 
sion requirements. The certification had to include a copy of 
the legal advertisement announcing the hearing and a summary of 
the hearing's comments. 

The 12 grantees also responded that formal assessments of 
community needs were conducted before they submitted applica- 
tions. Some of the grantees had more than one official respon- 
sible for performing the needs assessments. Specifically, eight 
grantees had an assessment performed by their community govern- 
ment; two employed a consultant/contractor; four utilized their 
county government; and five used either the city building code 
officer, the town council and town manager, or a State or county 
official. The assessments included information gathered by a 
variety of procedures, such as a review of existing community 
statistical data, a visual inspection of community conditions, a 
review of U.S. Census and county data, and a survey of 
households. 

All 12 grantees who responded to our questionnaire cited 
individual citizen participation and the specific needs assess- 
ments as being important factors in determining the projects and 
activities they included in their applications. Eighty-eight 
percent said that the input of citizens groups was important, 
and 83 percent indicated the general knowledge of the community 
officials was an important factor in the decisionmaking proc- 
ess. Also, 63 percent of the grantees said that a previously 
prepared master plan was a helpful factor, and 59 percent indi- 
cated that a potential for attracting funding sources other than 
the block grant funds was beneficial. 

DELAWARE ADHERED TO ITS FUNDING DISTRI- 
BUTION METHOD AND SELECTION CRITERIA 

In the statement of objectives provided to HUD, Delaware 
said it would distribute funds in a competitive manner, select- 
ing grantees who had the greatest need and whose applications 
most adequately addressed the locallv determined needs of low- 
and moderate-income families and individuals, according to the 
State's program criteria. DOH's review consistently followed 
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the program criteria and selection system factors in awarding 
Delaware's funds. Its objective was to provide as much funding 
to worthy community development activities in as many cities as 
possible. DOH evaluated each project application and selected 
and funded the activities which best met program o'cjectiver. 

Delaware,s 22 applications competed against one another and 
were reviewed and rated by the following five-member committee 
of individuals from DOH: (1) an in-house architect, (2) a 
housing specialist, (3) the chief of the financial and multi- 
family division, (4) a section 8 specialist, and (5) the program 
coordinator for the Small Cities Program. The committee deter- 
mined which communities and counties (1) had the greatest need 
as evidenced by poverty factors and program factors, and 
(2) adequately addressed locally determined needs of low- and 
moderate-income persons. In determining the award amounts, DOH 
considered each applicant's population, need, proposed activi- 
ties, and ability to carry out the proposed project; $300,000 
was the maximum award amount. 

The applications were evaluated on the basis of points 
awarded in four general areas: 

--Need factors (200 points) consist of need and housing 
indexes that are equally weighted, using data primarily 
from the U.S. Bureau of the Census and Delaware's Depart- 
ment of Labor. The need index compares poverty, per 
capita income, unemployment, relative tax effort, equal- 
ized value of property, and the trend in per capita 
personal income. The housing index compares housing 
units with incomplete plumbing, overcrowded housing 
units, the percentage of the population below poverty, 
and the percentage of the population 65 years of age and 
older. The scores can range from 200 points (most needy 
applicant) to 50 points (least needy). 

--Program factors (300 points) focus on one or more of the 
following problem areas which are addressed by the appli- 
cant: (1) housing, (2) deficiencies in public facilities 
that affect the public health and safety, and (3) eco- 
nomic opportunities. The projects were compared in terms 
of impact and assigned points according to their benefit. 

--Benefits to low- and moderate-income persons (300 
points) involved a computation to indicate the portion of 
funds benefiting these persons. 

--Performance ratings (200 points) involved points awarded 
on the basis of applicants, past performance in one of 
the following problem areas: (1) providing housing for 
low- and moderate-income persons, (2) correcting defi- 
ciencies in public facilities which affect public health 
and safety, or (3) pursuing and promoting programs that 
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have improved the economic opportunities for members of 
minority and/or low-income groups. 

The consultant who had initially furnished an evaluation of 
Delaware's community development needs and program objectives 
acted as an advisor to the committee. Each member was assigned 
four or five applications to rate in accordance with Delaware's 
rating system, while the program coordinator and the consultant 
rated all the applications (the consultant's ratings were not 
included in the committee's evaluation and scoring procedures). 
Technical assistants from DOH and other State agencies then 
provided input on the merits of each project. The committee 
members, technical assistants, program coordinator, and the 
consultant then visited the communities and project sites. 

Some applications were eliminated by the review committee 
simply because the benefits were not really directed toward low- 
and moderate-income persons. Throughout the scoring and funding 
allocation process, the committee maintained a philosophy that 

--funding schedules should be for a l-year period, 

--program design for rehabilitation projects must be of a 
suitable size and density to allow substantial impact 
(actual and perceived) as an additional stimulus in 
providing a positive sense of neighborhood development, 
and 

--activities without a significant impact on community 
development should be eliminated. 

The committee's review and rating process had several steps 
leading to distribution of funds. The initial review and rating 
session had allocated the fiscal year 1982 funding to seven 
projects. However, after this first session, the committee 
members continued to evaluate the activities of each application 
and selected only those that seemed best for carrying out the 
program objectives. Their review process included the following 
steps: 

--The applications were rated on the basis of all their 
activities. 

--The requested funds for each activity were reduced, if 
necessary, from levels reflecting an 18-month timeframe 
to levels reflecting a l-year timeframe. 

--Each activity (of each application) was evaluated accord- 
ing to the program criteria to determine which were 
critical needs-- funding remained for those critical 
activities. 

--Funding amounts were reviewed to assure reasonableness if 
the estimates were considered excessive. 
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--The ratings were revised on applications with similar 
activities to correct inconsistencies that may have 
occurred because of the committee members' individual 
scoring methods. 

In the committee's final analysis, some of the activities 
and some of the applications were not funded. For example, if 
an application included an activity that met the program objec- 
tives very well, that activity was funded, but other activities 
on the same application might not have been funded. Or, if the 
applicant had described a housing rehabilitation project of 18 
units to be completed in 18 months, the committee would grant 
funds to cover rehabilitation of 12 units in 12 months to meet 
the l-year completion requirement. 

Although the committee's reasons for selecting and reject- 
ing activities for funding were consistent, the changes in the 
ratings were not always documented. Delaware's Community Devel- 
opment Coordinator could not provide information on how or why 
some of the scores and funding amounts were adjusted, but he was 
able to provide reasons to account for some of the individual 
changes. For example, the total rating scores may have been 
changed and corrected because of a committee member's computa- 
tion error, or a revision could have been made to a scoring 
element after additional information was received on benefits to 
low- and moderate-income persons. Also, the past performance 
score could have been changed if the committee felt that the 
member's initial scoring did not consider all of the 
circumstances. 

The program coordinator stated that some of the scoring was 
subjective but that the committee reviewed the applications sev- 
eral times to identify activities that best met the Small Cities 
Program objectives. He also stated that the review committee 
would take steps to provide for adequate documentation of any 
scoring changes that occur during the committee's future rating 
processes. This will substantiate that the ratings and alloca- 
tion were done in accordance with Delaware's program statement 
and selection procedures. 

Our review of the 22 applications compared the 13 applica- 
tions receiving awards with the 9 unsuccessful applications. We 
reviewed the four program factors of the applicants to determine 
if the respective ratings and the rationale for awarding points 
were consistent. 

Each applicant's need factor was predetermined by DOH 
according to the need and housing indexes. As previously dis- 
cussed, this information was obtained from U.S. Bureau of Census 
data and calculated according to a method developed under a 
Farmers Home Administration grant. 

13 



ENCLOSURE II ENCLOSURE II 

The program factor points indicating a project's impact 
wer.2 assigned on the basis of how well the proposed activity(s) c r&e i the program objectives, according to the committee members' 
evaluations. Our review showed that the points awarded for each 
;-zS=am-factor impact (slight, moderate, or significant) varied 
within each type, but that the description of impact appeared to 
be related to the proposed project's benefit to low- and 
moderate-income persons. The applications judged to have a 
slight or moderate program-factor impact were those with proj- 
ects whose beneficiaries included a lower percentage of low- and 
moderate-income persons, compared with those with projects seen 
as having a significant impact that most often benefited areas 
that had a loo-percent low- and moderate-income person 
population. 

The category showing benefits to low- and moderate-income 
persons was calculated according to the percentage of funds 
assumed to benefit these persons. For example, if a housing 
rehabilitation project of $100,000 would directly benefit 25 
persons, of which 20 were of low- and moderate-income, $80,000 
would be assumed to benefit the low- and moderate-income persons 
(80 percent of $100,000). In this example, the project would 
receive 240 points, which represents 80 percent of the maximum 
points (300) allowable. Therefore, this factor was largely 
determined by the community's population distribution and the 
effect of the activity on the specified area. The committee 
members reviewed the data, verified the applicant's computation, 
and awarded the appropriate points. 

Points were awarded for an applicant's past performance in 
one of the program's three firoblem areas. If the applicant 
could demonstrate outstanding performance and achievement in 
providing housing, correcting deficiencies in public facilities, 
or promoting programs of economic opportunities, up to 200 
points could be awarded, depending on the applicant's demon- 
strated degree of success. The unsuccessful applicants received 
scores ranging from 100 to 175, while the grantees had scores 
from 135 to 200 points. The committee's scoring worksheets did 
not specify how the points were assigned, but our review of the 
past performance category showed that the points appeared to be 
awarded in a reasonable, consistent manner. 

Generally, those applications that had housing rehabilita- 
tion activities benefiting areas with a high concentration of 
low- and moderate-income-level persons scored best and were 
awarded funding. For example, our review showed the following 
similarities among several of the 13 recipients: 

--Eleven of 13 Delaware projects contained housing rehabil- 
itation activities. 

--Nine of 13 projects benefited areas having a loo-percent 
low- and moderate-income-level population; the remaining 
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four projects benefited areas having an 84- to 970percent 
low- and moderate-income-level population. 

--The projects were characterized as being highly benefi- 
cial to low- and moderate-income persons and/or having 
program designs/plans for areas with a high concentration 
of low- and moderate-income persons. 

Comparatively, some of the nine applications receiving the 
lowest scores (unsuccessful applicants) appeared to lose points 
for the following reasons: 

--Rehabilitation activities did not benefit as high a 
percentage of low- and moderate-income persons as did 
successful applicants' activities. 

--Principal activity(s) was seen as having a slight impact 
compared with Delaware's program objectives of targeting 
areas of substandard housing and persons of low- and 
moderate-income level. 

--The percentages of low- and moderate-income-level persons 
expected to benefit from the project activity(s) were 
generally lower than the percentages on applications 
receiving grants. 

CONCLUSIONS 

To meet the public participation certifications required by 
the 1981 act, Delaware performed numerous actions which resulted 
in extensive input from a variety of sources. Citizens were 
provided information on the Small Cities Program's funds, eligi- 
ble activities, and proposed program statement. The local com- 
munities were pleased with the amount of communication between 
themselves and the State prior to the program's implementation, 
and the majority said that the State had requested their 
suggestions on how to design the program. 

Delaware's DOH and its review committee followed their 
program criteria, using a competitive selection process and a 
distribution method that were in accordance with the statement 
of objectives submitted to HUD. The committee's reasons for 
selecting and rejecting applications were basically consistent 
and followed the Small Cities Program objectives. However, the 
committee's scoring changes made after its initial rating ses- 
sion were not always documented. We discussed this issue with 
DOH, and it agreed to provide for adequate documentation of any 
scoring changes that occur during future rating sessions. 
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COMPARISON OF HUD- AND STATE-FUNDFD 

ACTIVITIES AND POPULATION TARGETED 

Delaware’s Small Cities Program is similar to the one pre- 

ENCLOSURE III 

viously administered by HUD, in that both awarded the majority 
of their program funds to private housing rehabilitation and 
public facility activities. However, Delaware awarded funds to 
more communities than HUD did and although both programs funded 
similar activities, HUD directed the greatest portion of its 
funds to public facility improvements while Delaware most often 
funded housing rehabilitation projects. 

Both HUD's and Delaware's funded activities are reported to 
primarily benefit low- and moderate-income persons. According 
to community applications, 94 percent of those benefiting from 
HUD's funded activities were expected to be low- and moderate- 
income persons. Ninety-five percent of those benefiting from 
Delaware's projects were expected to be low- and moderate-income 
persons. At the time of our review, Delaware was working on a 
format for reporting to HUD on the State-administered program, 
which would include data on actual benefits to low- and 
moderate-income persons. 

MAJOR ACTIVITIES FUNDED UNDER HUD'S 
1981 PROGRAM AND STATE'S 1982 PROGRAM 

Delaware's fiscal y6ar 1982 Small Cities Program resembles 
the one administered by HUD in fiscal year 1981. However, while 
both programs awarded a similar level of total funds--about $1.5 
million-- the State made over twice the number of awards that HUD 
made in the previous year. Consequently, the State’s awards 
were generally smaller than HUD's and we found that, on average, 
they were awarded to smaller communities. 

Both programs directed the majority of their funds to pub- 
lic facility and private rehabilitation activities, yet HUD 
spent a little more on public facilities than on rehabilitation 
activities, while Delaware spent more than twice on private 
rehabilitation than on public facilities. Also, eligible activ- 
ities differed slightly under the two programs. For example, 
HUD permitted the rehabilitation of renter-occupied dwellings, 
while Delaware did not. As mentioned on page 5, Delaware will 
allow rental rehabilitation in the 1983 program. The following 
table compares awards made by the HUD- and State-administered 
programs. 
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Comparison of 1981 HUD and 1982 Delaware Awards 

HUD 1981 Delaware 1982 

Number of awards 6 13 

Average size of award $239,000 $119,674 

Number of applications for 
more than one community 
and funds involved 1 $250,000 2 $170,000 

Average community size 5,911b 3,798 

Grants supported by 
other funds: 

Number 
Source and amounts: 

Federal 

1 0 

$87,565c 0 

Percentages and dollar 
awards-by activity:a HUD 1981 Delaware 1982 

Housing rehabilitation 38% $ 548,200 55% $ 855,500 
Public-facilities 46 652,000 22 348,090 
Property acquisition 4 52,000 
Clearance 0.3 3,800 

z 72,500 
41,500 

Other 12 178,000 15 238,172 
Total funds 

awarded 100.3% $1,434,000 100% $7,555,762 
- 

aPercentages may not total 100 because of rounding. 

bRepresents average size on the basis of five communities--the 
population for the sixth community was unavailable because it 
included two unincorporated areas whose populations are not 
recorded with the Bureau of the Census. 

cone community's award involved a Community Services Administra- 
tion grant for $23,565 and $64,000 of the community's Small 
Cities Program award left over from HUD's fiscal year 1980 
program and applied to fiscal year 1981 with HUD's permission. 

HUD received 15 applications from Delaware communities in 
fiscal year 1981 and made 6 awards totaling $1,434,000, while 
the following year, the State received 22 applications and made 
13 awards totaling $1,555,762. Delaware's grants, therefore, 
were generally much smaller than HUD's. The State's smallest 
grant was for $41,125, its average grant $119,674, and its larg- 
est grant $220,000; while HUD's smallest grant was for $135,000, 
its average grant $239,000, and its largest grant $400,000. The 
following table compares the funding ranges of HUD- and State- 
awarded grants. 
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Comparison of Funding Ranges for 
HUD and State Awards 

HUD, FY HUD, FY 
1981 1982 

SO-100,000 8 
$100,001-200,000 2 3 
$200,001-300,000 3 2 
$300,001-400,000 1 - 

Total awards 6 13 
P - 

Delaware officials attributed their designation of a rela- 
tively large number of awards to the fact that they received far 
more applications than HUD did in the previous year, coupled 
with their desire to fund as many of these applications as 
possible. Delaware's Community Development Coordinator noted * 
that the State received 22 applications in fiscal year 1982 and 
that in making funding decisions, Delaware aimed to provide as 
much funding to worthy community development activities in as 
many cities as possible. According to the State's Director of 
Housing, no community was considered too small to have its needs 
addressed. He explained that once Delaware knew that it would 
not have nearly enough money to fund all the applicants' 
requests in full, its main goal was to fund those activities 
which best met program objectives. He further noted that those 
applicants who received no money at all were not funded because 
it was felt that the activities for which they requested funds 
were not as critically needed as those of other applicants. The 
Community Development Coordinator added that other applicants 
were not funded simply because their activities were not really 
targeted to low- and moderate-income persons. 

A HUD community planning and development representative 
said that the relatively large number of applicants Delaware 
funded was the biggest difference between the HUD- and State- 
administered programs. He explained that Delaware spread its 
money much further than HUD did, funding no applicant at its 
full requested level and cutting back significantly on funding 
requested for administrative costs. 

As can be seen from the table on page 17, the size of the 
average community to receive a grant was smaller under the 
State-administered program than under HUD's program--S,911 under 
HUD, versus 3,798 under the State. The smallest community 
receiving a grant from HUD had a population of 686, while the 
smallest community receiving a State grant had a population of 
269. Under both HUD and the State, the largest community 
receiving a grant had a population of 23,512. Delaware's 
Community Development Coordinator told us that he believed the 
State's Small Cities Program designers had done a good job in 
getting small cities to apply for grants. 
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Delaware's decision to apply more funds to housing rehabil- 
itation activities and less to public facility activities may be 
explained by State program officials' perceptions of Delaware 
communities' needs. According to the executive assistant to the 
Secretary of the Department of Community Affairs, Delaware 
vested responsibility for the Small Cities Program with its 
Division of Housing to respond to a critical housing need and to 
emphasize housing as a principal program area. The Director of 
Housing explained that poor housing is often a leading cause of 
blight in a community; he also felt that bringing housing up to 
standards can be a major achievement in community development. 
Of the 13 awards that Delaware made, 11 include private rehabil- 
itation activities where each community is rehabilitating as few 
as 4 and as many as 15 single-family dwellings through direct 
awards. The State is rehabilitating, in total, 95 single-family 
dwellings at an average cost of about $9,000 per unit. Gener- 
ally, these activities focus on correcting serious housing 
deficiencies, such as faulty plumbing and electrical systems, 
and major structural problems. 

Delaware communities receiving fiscal year 1982 Small 
Cities Program funds are conducting four basic activities: 
(1) housing rehabilitation, (2) public facility improvements, 
(3) property acquisition, and (4) clearance. (See the table on 
p. 20 for a breakdown of funds the State awarded by activities 
and projects.) For the most part, Delaware's projects clearly 
reflect its program objectives (discussed in enc. II) by improv- 
ing housing opportunities for low- and moderate-income persons, 
improving public facilities, and removing slums and blight. 
Furthermore, about half of the communities receiving funds indi- 
cated they had previously conducted activities similar to some 
they are carrying on under the fiscal year 1982 program. 
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Total Funds Awarded and Percentages 
by Activity and Project ror Fiscal Year 1982 

Activity/project 

Private rehabilitation: 
Single-family 

housing 

Public facilities: 
Water and sewer 
Street improvements 
Flood and drainage 
Street light plan 

Property acquisition 

Clearance 

Administrative costs 

Total funds 
awarded 

Dollars Percent 

$ 855,500 55 

136,190 
109,000 7' 
100,000 6 

2,900 0.2 

72,500 5 

41,500 3 

238,172 15 

$1,555,762 

Delaware's fiscal year 1982 program did not allow funds to 
be used for rehabilitating renter-occupied housing, although HUD 
allowed this particular activity in the previous year. The 
Director of Housing explained that Delaware specifically 
excluded this activity from being eligible for funds, in part, 
because he believes that poor conditions in renter-occupied 
housing should be addressed through legislating and enforcing a 
minimum-standard housing code for the State. Furthermore, 
because of the small amount of public funds available, the 
director said that landlords should use their own funds for 
bringing their units up to standards. The official noted, how- 
ever, that Delaware's fiscal year 1983 program will allow loans 
to be made for the rehabilitation of renter-occupied housing. 

The HUD-administered program encouraged a variety of fund- 
ing instruments, including grants, loans, and leveraging; how- 
ever, Delaware's program only made use of grants. The State's 
Community Development Coordinator explained that the State did 
not want to complicate the first year of its program by permit- 
ting loans that could extend beyond the program year. He noted, 
however, that Delaware will permit loans in its fiscal year 1983 
program. 
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BENEFITS TARGETED TO LOW- AND MODERATE- 
INCOME PERSONS UNDER THE 1982 STATE 
PROGRAM VERSUS THE 1981 HUD PROGRAM 

On the basis of information found in communities' applica- 
tions, both HUD's and Delaware's activities targeted populations 
that were largely of low and moderate income. Under HUD's 
program, 94 percent of those expected to benefit were low- and 
moderate-income persons, and under Delaware's program, 95 per- 
cent of those expected to benefit were low- and moderate-income 
persons. Applications from both program years also indicated 
that all the housing rehabilitation activities that were funded 
were targeted 100 percent to a low- and moderate-income popula- 
tion. Under the State-administered program, the grantees are 
required to include summary reports when submitting interim and 
final fund requests to the State. These reports are to include 
information on the actual benefits to low- and moderate-income 
persons. Delaware’s report to HUD will also show actual bene- 
fits to low- and moderate-income persons, based on the projects 
that were funded. At the time of our review, the State's 
reporting format was being developed. 

Both HUD and Delaware define low- and moderate-income 
families as those whose incomes do not exceed 80 percent of the 
median family income of the county where the project is 
located. In fiscal year 1981, HUD awarded six grants to Dela- 
ware communities that funded housing rehabilitation, property 
acquisition, public facility improvements, clearance relocation 
assistance, and administrative cost activities. All but one of 
the six grants were targeted loo-percent to low- and moderate- 
income populations. The exception was a public facility 
improvement project which provided potable water to an area with 
a 610percent low- and moderate-income population; the remaining 
39 percent of the population were above the moderate-income 
level. 

Delaware awarded 13 grants with fiscal year 1982 funds for 
projects where the percentage of expected beneficiaries who are 
low- and moderate-income persons range from 84 to 100 percent. 
All of Delaware's private housing rehabilitation'activities are 
expected to benefit only low- and moderate-income populations. 
The public facility activities funded generally reduce health 
and safety hazards for low- and moderate-income persons. The 
property acquisition activity will not only expand housing 
opportunities for low- and moderate-income persons but will also 
eliminate neighborhood blight. Furthermore, the clearance proj- 
ects will help achieve the objective of eliminating slums and 
blight. 

Delaware's grantees summarize their project activities and 
update their progress and completion dates whenever they submit 
a request for funds (drawdown) to the State. The narrative 
summary highlights the project's current status and reports 
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actual benefits to low- and moderate-income persons. A close- 
out report (also narrative form) is required by the State when 
the recipient requests its last drawdown of funds. According to 
the Community Development Coordinator, the State verifies the 
information by monitoring the periodic reports and conducting 
site visits to the ongoing projects. He noted that the State's 
goal was to visit each project at least once during the year. 

At the time of our review, Delaware had not finalized its 
requirements for reporting to HUD, but was working with the 
Council of State Community Affairs Agencies to develop a report 
plan. The Council identified information needed by HUD in order 
to make the performance determinations required by law. It is 
using the description of HUD's required review factors to 
develop a State reporting format that furnishes the necessary 
information. According to Delaware's Community Development 
Coordinator, the performance report will show actual percentages 
of beneficiaries who are low- and moderate-income persons. 

CONCLUSIONS 

Delaware’s fiscal year 1982 Small Cities Program resembles 
the program administered by HUD in the previous year, with both 
programs directing the majority of their funds to public facil- 
ity and housing rehabilitation activities. However, while both 
the HUD- and State-administered programs directed substantial 
portions of their funds to housing rehabilitation activities, 
the HUD program awarded about 38 percent of its funds to reha- 
bilitation while Delaware spent 55 percent of its funds for this 
purpose. Also, Delaware made over twice the number of awards 
that HUD made, although they were generally smaller. In keeping 
with its program objectives, Delaware targeted populations that 
were reported to be almost entirely comprised of people with low 
and moderate incomes. 
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PERCEPTIONS: COMPARISON OF STATE- AND 

HUD-ADMINISTERED PROGRAMS 

Officials from the State- and HUD-administered Small Cities 
Programs, as well as from public interest groups, primarily 
considered Delaware's program as being successful, and they 
often cited increased community participation as an indication 
of the program's achievement. Communities generally perceived 
Delaware's program as adequate, with most indicating that the 
program met their local development needs. However, some commu- 
nities noted shortcomings in the State program, such as its slow 
drawdown process. Also, the communities generally said that 
Delaware's program was equivalent to or better than the HUD 
program in several areas, including application procedures and 
eligibility requirements. 

STATE, HUD, AND OTHER VIEWS ON 
STATE AND FORMER HUD PROGRAM 

State and HUD Small Cities Program officials, as well as 
public interest group officials , generally view Delaware's 
fiscal year 1982 program as being successful, noting, for the 
most part, positive changes resulting from the program's shift 
to State administration. 

State officials' views 

The State Director of Housing discussed factors leading to 
the success of Delaware's program and the program's long-range 
impact. He noted that Delaware (1) was able to put together its 
program, rules, and regulations in a very short period of time; 
(2) was extremely successful in obtaining community participa- 
tion? (3) received 22 applications representing 24 of the 44 
eligible communities,1 a larger number than ever received by 
HUD: and (4) provided funding to 13 of the applicants, a number 
also larger than HUD funded in previous years. The official 
said he believes that in the long run, the program's shift from 
HUD to State administration will mean a more effective and 
timely response to real community needs in nonentitlement 
areas. Furthermore, the State's willingness to award funds to 
smaller communities should create an interest in the block grant 
program in all communities as well as an awareness of program 
resources. 

Delaware's executive assistant to the Secretary of the 
Department of Community Affairs and the community development 
specialist of the Division of Housing said that the State had 

'Delaware has 44 municipalities that are eligible for Small 
Cities Program funding. The two counties that encompass these 
municipalities are also eligible for the funds. 
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encouraged its counties to become active in preparing applica- 
tions for their smaller communities. This assistance may be 
responsible for the larger number of applications Delaware 
received compared with the number HUD received in previous 
years. According to the community development specialist, the 
program's transfer to the State has resulted in a more equitable 
distribution of funds between Delaware's two nonentitlement 
counties (Kent and Sussex). This official said that about 80 
percent of the funding had been awarded to Sussex county in 
previous years. 

HUD official's views 

The HUD area office's community planning and development 
representative responsible for Delaware noted no significant 
differences in the two programs, and said that, considering this 
was Delaware’s first year administering its own program, the 
State was doing a good job. He further said that he had 
received positive feedback from Delaware communities regarding 
the State-administered program. 

The official noted, however, that the HUD-administered pro- 
gram encouraged rehabilitation of renter-occupied housing and 
allowed lump-sum drawdowns for communities' rehabilitation 
projects while the State-administered program did not. He said 
that this might have had a small effect on Delaware's ability to 
address its communities' needs in its first program year. For 
example, not allowing the lump-sum drawdown can slow the process 
by which contractors get paid. Nonetheless, the official said 
that Delaware is responsive to its communities' needs and that 
he believes the State's fiscal year 1983 program will permit 
loans for rehabilitation of renter-occupied housing as well as 
lump-sum drawdowns for rehabilitation activities. 

Public interest groups' views 

The executive director of the National Council on Agricul- 
tural Life and Labor Research said that, overall, he was very 
satisfied with Delaware's administration of its Small Cities 
Program. He was particularly pleased that the State designed a 
program that definitely benefits low- and moderate-income per- 
sons and focuses on housing rehabilitation. He noted that the 
State's application process was very good, as its forms were 
relatively easy to complete. The official further pointed out 
that the State was responsive to communities, citing changes it 

2HUD regulations permit grantees to draw funds from their 
letters of credit in a single lump sum to establish a rehabili- 
tation fund in one or more private financial institutions for 
the purpose of financing the rehabilitation of privately owned 
properties as a part of the recipient's community development 
program. 
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made in its program design based on communities' input at public 
hearings. 

The official noted that, given the State's time and mone- 
tary constraints, it did an admirable job in designing its 
program but that there was room for improvement. He said that 
Delaware should be providing more, and better quality, technical 
assistance to communities, and he suggested that the State 
develop a technical assistance plan. Furthermore, he wanted to 
see the State work with other programs as much as possible, 
particularly the Farmers Home Administration. For instance, the 
Small Cities Program might maximize its scarce resources by 
working in consort with the Farmers Home Administration to 
improve Delaware's rural housing. 

An official from the League of Local Governments, a group 
representing all the incorporated municipalities of Delaware, 
believed that the State-administered program has resulted in a 
more equitable distribution of awards between Kent and Sussex 
counties. According to him, most of the awards previously went 
to communities in Sussex County that employed consultants to 
develop "polished" applications, giving those communities a 
definite advantage in the award process. The official further 
said that in his opinion, the State program had a clearer line 
of accountability than the HUD program, since the Governor was 
directly responsible for the State program. 

VIEWS OF GRANTEES AND 
UNSUCCESSFUL APPLICANTS 

Questionnaire responses from communities that were suc- 
cessful in their applications for Delaware Small Cities Program 
funds, as well as those which were unsuccessful, generally 
pointed to the adequacy of the State's program. For instance, 
most communities indicated that the State program (1) adequately 
addressed their needs, (2) provided helpful assistance in 
applying for awards, and (3) followed award procedures that were 
fair. 

Comparisons of the State- and HUD-administered programsf 
however, revealed mixed opinions. For example, the majority of 
communities found the State's application procedures to be less 
or equally burdensome as HUD's procedures. On the other hand, 
most communities also found the State's reporting requirements 
to be more burdensome than HUD's. 

For fiscal year 1982, Delaware funded 13 applications and 
rejected 9. Twelve of the grantees and all 9 unsuccessful 
applicants responded to our questionnaires. Thus, when all 
responded to a particular question, a single grantee response 
represented about 8 percent of the grantee universe and a single 
unsuccessful applicant response represented about 11 percent of 
the unsuccessful applicant universe. 
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Views on State program's strengths 

Of those who responded, 43 percent of the grantees and 22 
percent of the unsuccessful applicants believed that Delaware's 
program had strong aspects. Some communities mentioned that 
site visits by State program officials to communities prior to 
award designation, as well as other contact, allowed for a 
better understanding of local community needs. The remaining 57 
percent of the grantees and 78 percent of the unsuccessful 
applicants indicated they did not see particularly strong 
aspects in the program. 

Views on State program's shortcomings 

Forty-four percent of the unsuccessful applicants and 59 
percent of the grantees saw shortcomings in the State- 
administered program. Some communities indicated that the most 
significant shortcomings were the funding drawdown process and 
the emphasis on housing rehabilitation projects. The drawdown 
process was characterized by some as being slow and cumbersome, 
and causing unnecessary delays. Some grantees and unsuccessful 
applicants stated that too much emphasis was placed on housing 
rehabilitation projects and not enough on public facility 
improvements. However, 56 percent of the unsuccessful appli- 
cants and 41 percent of the grantees indicated no significant 
shortcomings were present in Delaware's program. 

How adequately does State 
program meet local community 
development needs? 

I 
Considering the goals and emphasis of Delaware's Small 

Cities Program, 75 percent of the grantees felt that their local 
community needs were adequately addressed by the program, and 44 
percent of the unsuccessful applicants indicated the same. 
Seventeen percent of the grantees and 44 percent of the unsuc- 
cessful applicants thought the program was less than adequate in 
this respect, with the remaining respondents saying they had no 
basis on which to judge this issue. 

Did communities receive State assistance 
in preparing grant applications? 

Fifty-four percent of the grantees and 56 percent of the 
unsuccessful applicants reported receiving assistance from the 
State government in preparing their applications for Small 
Cities Program funds, and the majority of both groups charac- 
terized the assistance as being helpful. Those receiving 
assistance rated the State's efforts as follows: 
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Grantees 

Very great help 
Great help 
Moderate help 
Little or no help 

23 
46 
31 

Of those who indicated they had 

Unsuccessful 
applicants 

(percent) 

40 
20 

40 

received State assistance, 
69 percent of the grantees said they were offered State assist- 
ance without requesting it, and 50 percent of the unsuccessful 
applicants indicated the same. 

Fairness of State's award process 

Eighty-three percent of the grantees and 67 percent of the 
unsuccessful applicants said they were familiar with Delawarets 
procedures of granting awards. Overall, grantees and unsuccess- 
ful applicants similarly perceived the fairness of the award 
process, as follows: 

Unsuccessful 
Grantees applicants 

(percent) 

Fair 
Neither fair/unfair 
Unfair 

60 50 
10 
30 

Some of the communities believed that certain applications 
received unequal consideration during the award process. For 
example, some respondents thought housing activities were given 
more than equal consideration in the decision process, while 
public works and water and sewer projects were given less than 
equal consideration. 

Applicants' comparison of State 
program with former HUD program 

Seventy-one percent of the grantees and 89 percent of the 
unsuccessful applicants said they had previously participated in 
HUD's Small Cities Program. Grantees and unsuccessful appli- 
cants generally agreed that the State's program was equivalent 
to or better than the HUD program in the following areas: 

--Application procedures. 

--Eligibility requirements. 

--Variety of activities. 
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--Flexibility in determining the population groups to be 
served by the projects. 

Respondents believed the former HUD program was better than the 
current State program in the areas of reporting requirements, 
technical assistance, and reimbursement procedures. 

Application procedures 

The majority of the respondents said that the State's 
application procedures were less or equally burdensome than 
those of the HUD program. The following table provides a 
detailed breakdown of the respondents' perceptions on this 
issue. 

Unsuccessful 
Grantees applicants 

(percent) 

State, more burdensome 29 25 
State, equally burdensome 24 38 
State, less burdensome 47 25 
State, much less burdensome - 13 

Eligibility requirements 

Seventy-seven percent of the grantees and 71 percent of the 
unsuccessful applicants thought the State's eligibility require- 
ments were equally as difficult as HUD's. However, 24 percent 
of the grantees thought the State's requirements were less 
difficult, while 29 percent of the unsuccessful applicants 
thought they were more difficult.3 

Reporting requirements 

Thirty-five percent of the grantees said the State's 
requirements for reporting utilization of funds were less bur- 
densome than or equally as burdensome as those imposed under the 
HUD-administered program. Sixty-five percent thought the 
State's requirements were more burdensome. 

Variety of activities 

Grantees and unsuccessful applicants most often indicated 
that the State allowed the same variety of eligible projects 

3When presenting questionnaire results, percentages of 
respondents may not total 100 because of rounding. 
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under its program as HUD did. Sixty-five percent of the grant- 
ees said that the State allowed the same variety of projects to 
be funded as RUD did, and 50 percent of the unsuccessful appli- 
cants indicated the same. The remaining three grantees thought 
the State's variety of eligible activities was of a narrower 
range, as did 38 percent of the unsuccessful applicants. One 
unsuccessful applicant indicated no basis on which to compare 
the variety of activities funded by the State and HUD. 

Flexibility in determining 
population groups 

Eighty-eight percent of the grantees and 63 percent of the 
unsuccessful applicants said they had about the same amount of 
flexibility under either program in determining which population 
groups would be served by small cities funds. However, 12 per- 
cent of the grantees and 25 percent of the unsuccessful appli- 
cants thought that the State program had less flexibility. One 
unsuccessful applicant indicated no basis on which to judge the 
flexibility of the two programs. 

Technical assistance 

The grantees compared the technical assistance provided to 
their communities under the State program with that previously 
provided by HUD and, as illustrated below, over half the commu- 
nities indicated that the State assistance was less helpful. 

Grantees 

(percent) 

State, much more helpful 12 
State, more helpful 12 
State, equally helpful 24 
State, less helpful 24 
State, much less helpful 29 

State priorities 

Communities compared the Delaware and HUD Small Cities 
Program priorities to determine how consistently each program 
met their development needs. Forty-one percent of the grantees 
and 50 percent of the unsuccessful applicants said that the 
State’s program was equally or more consistent than HUD's in 
meeting their needs. Forty-seven percent of the grantees and 38 
percent of the unsuccessful applicants judged the State's pro- 
gram priorities as being less consistent with their needs than 
those of HUD's program. The remaining respondents indicated 
they had no basis on which to judge the two programs. 
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Grant award method 

Sixty-three percent of the unsuccessful applicants and 
about 41 percent of the grantees thought the State's award proc- 
ess ti2f.s eqllail;l as fair as or fairer than HUD'S, Thirty-eight 
percent of the unsuccessful applicants and 47 percent of the 
grantees considered the process as being less fair, and one 
grantee indicated no basis on which to make this comparison. 

State reimbursements or drawdowns 

Delaware's grantees compared the promptness of reimburse- 
ments, payments, or drawdowns from the State with their previous 
experience under the HUD-administered program. The majority of 
those who responded indicated that the State's payments were 
much less prompt. 

Grantees 

(percent) 

State, equally prompt 24 
State, less prompt 12 
State, much less prompt 65 

According to Delaware's Director of Housing, these payment 
delays have been addressed by implementing a revised process for 
reimbursement. 

CONCLUSIONS 

State, HUD, and public interest group officials generally 
perceived Delaware's program as being successful, often pointing 
to increased community participation and the State's responsive- 
ness to that participation as indications of the program's 
success. 

Communities most often categorized the State's program as 
being adequate, indicating, for example, that it addressed their 
local needs and followed award procedures that were fair. Most 
respondents also indicated that the technical assistance pro- 
vided by the State to communities in preparing their 
applications was helpful. 

However, when grantees were asked to compare Delaware's 
technical assistance with that previously provided by HUD, most 
communities indicated that the State's assistance was less help- 
ful. Furthermore, most grantees said that the State was much 
less prompt than HUD in its reimbursements, payments, or draw- 
downs. However, Delaware's Director of Housing told us that the 
State has made revisions to streamline this process and correct 
payment delays. Despite these criticisms, communities, for the 
most part, generally said that Delaware's program was equivalent 
to or better than HUD's program. 
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OBJECTIVES, SCOPE, AND METHODOLOGY 

The primary objectives of this work were to provide the 
Congress a report on the States' implementation of the Small 
Cities Community Development Block Grant Program as authorized 
by the Omnibus Budget Reconciliation Act of 1981 and to provide 
input to the 1983 reauthorization process on the block grant 
legislation. This work is part of our ongoing effort1 to keep 
the Congress informed of the progress being made in implementing 
the block grant aspects of the Omnibus Budget Reconciliation Act 
of 1981. 

When we conducted our fieldwork--December 1, 1982, through 
January 15, 19832 --most States were in the early stages of 
implementing the Small Cities Program. While essentially all 
States had selected their 1982 grantees, some States were just 
completing the grant agreements with the local communities, and 
only one had started its monitoring work. .Accordingly, our work 
was directed towards reviewing the State decisionmaking process 
through the selection of grantees, concentrating on the 
following issues: 

--How did States meet their public participation 
requirements? 

--How did States decide to use and distribute Small Cities 
Program funds and how did that method compare with what 
they told HUD in their statement of objectives and 
projected use of funds? 

--What projects and activities did the State fund in 1982, 
and how do they compare with the 1981 HUD-administered 
Small Cities Program? 

--What were the successful and unsuccessful applicants' 
perceptions on how well a State-administered program 
meets local needs compared with a federally administered 
program? 

1In August 1982, we provided the Congress an initial look at 
States' implementation of the 1981 legislation in our report 
entitled "Early Observations on Block Grant Implementation," 
(GAO/GGD-82-79). Also, on the basis of preliminary results of 
this review on March 9, 1983, we provided a statement for the 
record before the Subcommittee on Housing and Urban Affairs, 
Senate Committee on Banking, Housing and Urban Affairs, on our 
views of States' early implementation of the Small Cities 
Program. 

2Fieldwork in Delaware actually began in October because the 
State was included in the planning phase of our work. 
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We reviewed the programs of seven States--Alabama, Dela- 
ware, Iowa, Kentucky, Massachusetts, Michigan, and Utah. These 
seven States were allocated $150.1 million of fiscal year 1982 
Small Cities Program funding. This represents approximately 15 
percent of the fiscal year 1932 funds available for small cities 
and 20 percent of the total funds allocated to those States that 
elected to administer the program in 1982. 

We selected these States on the basis of the progress they 
had made in implementing the Small Cities Program--we excluded 
those States that had not essentially completed their selection 
of recipients by December 1, 1982. We initially based our 
selection on the 13 States included in our prior review. (See 
footnote 1 on p. 31.) However, 6 of those 13 States--California, 
Colorado, Florida, New York, Vermont, and Texas--chose not to 
administer the program in fiscal year 1982. Three others-- 
Mississippi, Pennsylvania, and Washington-- although electing to 
administer the program, had not completed their selection pro- 
cess by December 1. Therefore, to obtain additional audit 
coverage and geographic balance, three States were added-- 
Alabama, Delaware, and Utah. 

In Delaware, we met with the officials responsible for 
developing, designing, and implementing the Small Cities Program 
to obtain information and their views on (1) the State's 
decisionmaking process and (2) the State's administration of the 
program as opposed to HUD's administration of the program. We 
reviewed documents concerning the State's design of the program, 
public participation efforts, and all grantee applications to 
obtain detailed data on how local communities were planning to 
use the Small Cities Program funds. 

We also reviewed all the grantee and unsuccessful applica- 
tions in Delaware to determine if the State selected grantees in 
accordance with the procedures outlined in its statement of 
objectives and in accordance with the criteria it set up for 
that purpose. We examined the selection procedure's four pro- 
gram factors to determine if the respective ratings and the 
rationale for awarding points were consistent for both the 
successful and unsuccessful applicants. To accomplish this, we 
compared the points given for (1) the impact each application 
received in the program factor category and (2) the past per- 
formance category. We also reviewed the category that awarded 
points for benefits to low- and moderate-income families; points 
were determined by calculating the amount of funding targeted to 
benefit low- and moderate-income families as a percentage of the 
entire funding request. We reviewed the activities and calcula- 
tions to determine if the activities directly benefited these 
families and if the points were awarded accordingly. We veri- 
fied that the correct numbers had been assigned to each appli- 
cant on the basis of the need and housing indexes tables (see 
P* 11). 
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We al!30 sent questionnaires to all of Delaware's 13 grant- 
ees and 9 unsuccessful applicants to obtain perceptions from the 
local communities on the HUD- and State-administered programs. 
The response rates for the grantees and unsuccessful applicants 
were 92.3 and 100 percent, respectively. 

The successful applicant questionnaire was designed to 
obtain information on the local community's input into the State 
decisionmaking process in designing its program; the way in 
which the community planned for, applied for, and is using the 
funding it received; and the community government's views on the 
way in which the State conducted the program compared with the 
past HUD-administered program. We asked that the views 
expressed be those of the highest level government official 
familiar with the communityls experience under the program. 

The unsuccessful applicant questionnaire was also designed 
to obtain information on the local community's input into the 
State's decisionmaking process in designing its program, the way 
in which the community applied for funds, and the community 
government's views on the way in which the State conducted the 
program compared with the past HUD-administered program. We 
also asked unsuccessful applicants questions concerning the 
State's decision not to fund their projects. As in the success- 
ful applicant questionnaire, we asked that the views expressed 
be those of the highest level government official familiar with 
the community's experience under the program. 

We also met with two public interest groups--the Delaware 
League of Local Governments and the National Council on Agricul- 
tural Life and Labor Research, Inc .--to determine their partici- 
pation in the design of the State program and to obtain their 
views on the program and its administration. 

In addition to visiting the seven States, we conducted our 
review at HUD headquarters and the HUD regional and area offices 
that were responsible for administering the 1981 Small Cities 
Program in the seven States. 

At HUD headquarters, we reviewed the Community Development 
Block Grant Program's legislative history; BUD regulations, 
handbooks, and notices; and other HUD documents and analyses. 
We also interviewed office directors and other staff members 
involved with the Small Cities Program under HUD's Assistant 
Secretary for Community Planning and Development. 

At the HUD Philadelphia regional and area offices, we 
interviewed community planning and development officials and 
reviewed appropriate documents to gather information on HUD's 
role in assisting States in designing their Small Cities Program 
and to obtain views on the advantages and disadvantages of 
States administering the Small Cities Program versus HUD. We 
also gathered detailed information from all of the successful 
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applications HUD funded in 1981 for the State of Delaware. 
These data were summarized along with the 1982 successful appli- 
cant data and used to show how the funds were used under the 
State's decisionmaking process versus HUD's decisionmaking 
process. 

Our review was made in accordance with generally accepted 
government auditing standards. 
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. 

M+rch 7, 1983 

Mr. Steven J. Wozny 
Senior Group Director 
Resources, Community and 

Economic Development Division 
General Accounting Office 
Washington, D. C. 20548 

Dear Mr. Wozny: 

I have reviewed your summary of Delaware's Conmtunity Development 
Block Grant Program. My impression is a most favorable one. 
I am particularly proud of Delawarets record of implementation 
in the first year of this program, especially because it was able 
to fund twice the number of small communities from the same total 
dollars than occurred in previous years. The cooperative spirit 
which the report suggests has been achieved between state, local 
and federal officials involved in this program is an achievement 
to which our Delaware program can proudly testify. 

I also take this opportunity to point out that the documented 
need for community development activities in the non-metropolitan 
areas of Delaware exceeds available funds at a ratio of approxi- 
mately four to one. Thus, a critical ingredient for adding to 
the success of the State of Delaware's program would be an increase 
in the total CDBG grant. 

Thank you for this opportunity to comment on our Small Cities 
Community Development experience. I trust your report will find 

I the same favor before the Senate Subcommittee that it has found 
in my review. 

Sincerely, 

PSduP Ml 
%nt 

Governor 
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. 

SENATE 
STATEOFDELAWARE 

ILlEGISLA~ m 
DOVER, DRLAWJUBE 10901 

302/?36-4129 

March 1,1983 

Mr. Steven J. Wozny 
. Room 5250 HUD Building 

451 7th ST. S.W. 
Washington, D .C. 20410 

Dear Mr. Wozny: 

Thank you for your letter of February 25 and the enclosed 
draft of your evaluation of Delaware’s implementation of the 
Small Cities Community Development Block Grant Frogram. 

As chairman of the Senate Committee on Community Affairs,’ 
I would like to urge re-authorization of the program, which has, 
in my opinion, better served the small communrties of Delaware 
than did the previous HUD program. 

I am especially interested in the objective of the SCCDBG to 
“put local officials more clearly at the center of the decision- 
making process and (reduce) the discretionary power that HUD held 
over program decisions.” That this objective has at least mod- 
erately been achieved in Delaware is reflected in the increase 
in number of grants in 1982 and the decrease in:the average pop- 
ulation of grant recipient towns and cities. 

. 

The parts of the draft report which most concern me are the . 
preceptions of communities that the State was less helpful to 
communities than HUD in assisting with the preparation of app- 
lications, and that the State’s reimbursement process is slow and 
cumbersome. 

However, I generally agree with the assessment of the report 
that the State program has been directed toward that segment of the 
population which has been targetted and that the selectlon process 
was fair and consistent. It 1s the State’s responsibility to iron 
out any kinks which developed in the first year’s implementation 
of the program and I intend to work closely with the Asministration 
to correct any deficiencies in the program. 
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E N C L O S U R E  V II E N C L O S U R E  V I: 

? la rch  1 ,1 9 8 3  
M r. S teven  J. W o z n y  
P a g e  2  

In  conclus ion,  -I m igh t a d d  th a t pe rhaps  th e  3 0  pe rcen t d f 
to ta l  C D B G  fund ing  a l located to  th e  smal l  cit ies p r o g r a m  m a y  
b e  to o  low. In  De laware , fo r  instance,  th e  S m a ll Cit ies P ro-  
g r a m  o p e r a tes  in  two o f th e  th ree  coun ties - - -Ken t a n d  Sussex  

-  C o u n ty - - -whi le  th e  o the r  coun ty is e l ig ib le  fo r  2 0  pe rcen t o f 
th e  to ta l  g ran t. 

A g a i n , I thank  you  fo r  shar ing  th e  d ra ft repor t wi th m e  
a n d  I w ish  you  wel l  a t th e  M a r c h  8  hear ing  b e fo re  th e  S e n a te  
S u b c o m m i tte e  o n  uous ing  a n d  U r b a n  A ffairs. 

S incerely,  

R u th  A n n  M inner  
S ta te  S e n a te  

. 
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